
2. Low-Income Support 

In 1984, the Commission established a Lifeline program designed to promote universal 
service by providing low-income individuals with discounts on the monthly cost of telephone 
service.' The Commission expanded that program in 1985.2 In 1987, the Commission adopted 
Link Up America, designed to help low-income households pay the initial costs of commencing 
~ervice.~ After passage of the Telecommunications Act of 1996 (1996 Act): the Commission 
adopted expanded rules.5 In June 2000, the Commission further expanded the Lifeline and Link 
Up programs to address the particularly dire needs of those living on tribal lands! 

MTS and WATS Market Structure, and Amendment of Part 67 of the Commission's Rules 
and Establishment of a Joint Board, Recommended Decision, CC Docket Nos. 78-72 and 
80-286, 49 Fed. Reg. 48325 (rel. Nov. 23, 1984) (recommending the adoption of federal 
Lifeline assistance measures); MTS and WATS Market Structure, and Amendment of Part 
67 of the Commission's Rules and Establishment of a Joint Board, Decision and Order, CC 
Docket Nos. 78-72 and 80-286, FCC 84-637, 50 Fed. Reg. 939 (rel. Dec. 28, 1984) 
(adopting the Joint Board's recommendation). 

MTS and WATS Market Structure, and Amendment of Part 67 of the Commission's Rules 
and Establishment of a Jornt Board, Decision and Order, CC Docket Nos. 78-72 and 80- 
286, FCC 85-643,51 Fed. Reg. 1371 (rel. Dec. 27, 1985). 

MTS and WATS Market Structure, and Amendment of Part 67 of the Commission's Rules 
and Establishment o fa  Joint Board, Report and Order, CC Docket Nos. 78-72 and 80-286, 
2 FCC Rcd 2953 (1987), Memorandum Opinion and Order on Reconsideration, 3 FCC Rcd 
4543 (1988). 

Telecommumcations Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (1996 Act), codijied at 
47 U.S.C. $5 151 et seq. We refer to the Communications Act of 1934, as amended, as "the 
Communications Act" or "the Act" or "the 1934 Act." 

Federal-State Joint Board on Universal Service, Report and Order, CC Docket No. 96-45, 
FCC 97-157, 12 FCC Rcd 8776, 8952-94, paras. 326-409 (1997) (1997 Universal Service 
Order), as corrected by Federal-State Joint Board on Universal Service, Errata, CC Docket 
No. 96-45, FCC 97-157 (rel. June 4, 1997), appealpending in Texas office ofpublic Utility 
Counsel v. FCC and USA, No. 97-60421 (5th Cir. 1997). 

Federal-State Joint Board on Universal Service, Promoting Deployment and 
Subscribership in Unserved and Underserved Areas, Including Tribal and Insular Areas, 
Twelfth Report and Order and Memorandum Opinion and Order, and Further Notice of 
Proposed Rulemaking, CC Docket No. 96-45, FCC 00-208, 15 FCC Rcd 12,208 (2000). 
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In March 2002, penetration among low-income households nationwide was 89.1 percent. 
The nationwide penetration rate at the same time was 95.5 percent. States that have taken full 
advantage of federal universal service support for telephone service for low-income consumers 
saw an average growth in penetration for low-income households of over 4 percent from March 
1997 to March 2002. In contrast, states that did not provide Lifeline support beyond the basic 
federal support experienced an average growth in telephone penetration rates of less than 1 
percent.' In 2003, over 6.5 million subscribers will pay reduced local rates under the Lifeline 
program. The Link Up America program, which supports affordable connection to the network, 
has connected over 12 million telephone subscribers since 1987. 

The Commission's rules are designed to satisfy the 1996 Act's mandates that rates be 
"affordable" and access should be provided to "low-income consumers" in all regions of the 
nation. The rules also make the contribution and distribution of low-income support 
competitively and technologically neutral by requiring equitable and nondiscriminatory 
contributions from all providers of interstate telecommunications services, and by allowing all 
eligible telecommunications carriers to receive support for offering Lifeline and Link Up 
service. 8 

Eligibilitv for Lifeline and Link UD 

In states that provide state Lifeline support, Lifeline and Link Up are available to all 
subscribers who meet state eligibility requirements. Although states have some latitude in 
selecting means tests, state commissions must establish narrowly targeted qualification criteria 
that are based solely on income or factors directly related to income for its low-income residents 
to be eligible for Lifeline and Link Up. In addition, states with eligible residents of tribal lands 
must ensure that their qualification criteria are reasonably designed to apply to residents of tribal 
lands, if applicable.' To receive Lifeline and Link Up in a state that does not mandate state 
Lifeline support, consumers must certify that they participate in one of the following five federal 
programs: Medicaid, Food Stamps, Supplemental Security Income (SSI), Federal Public Housing 
Assistance (Section S), or the Low-Income Home Energy Assistance Program (LIHEAP)." In 
such states, carriers must obtain signed statements from the consumer certifying that he or she 

7 Industry Analysis and Technology Division, Wireline Competition Bureau, Federal 
Communications Commission, Telephone Penetration by Income by Sfafe (May 20, 
2003). 

8 

9 47 C.F.R. 5 54.409(a). 

10 47 C.F.R. § 54.409@). 

1997 Universal Service Order, 12 FCC Rcd 8776,8968-73. See also 41 U.S.C. 5 254(d), (e). 
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receives benefits from one of these programs, identifying the particular program and agreeing to 
notify the carrier if he or she ceases to participate in the program or programs.” 

Subscribers living on tribal lands qualify to receive federal Lifeline support if: (1) they 
qualify under state criteria in a state that provides Lifeline support; (2) they certify that they 
receive benefits from one of the five federal programs listed above; or (3) they participate in one 
of the following additional federal assistance programs: Bureau of Indian Affairs General 
Assistance (GA), Tribally-administered Temporary Assistance for Needy Families (Tribal 
TANF), National School Lunch Program’s free lunch program, or Head Start (meeting the 
income-qualifymg standard).” 

Lifeline Support 

Under the Commission’s rules, there are four tiers of federal Lifeline support. All 
eligible subscribers receive Tier 1 support which provides a discount equal to the carrier’s 
subscriber line ~harge.’~ Tier 2 support provides an additional $1.75 per month in federal 
support, available if all relevant state regulatory authorities approve such a red~cti0n.l~ (All fifty 
states have approved.) 

Tier 3 of federal support is based on the amount of additional state support mandated by 
the relevant state or otherwise provided by carriers. Federal support is available to match one 
half of the non-federal support provided, up to a maximum of $1.75 in federal support, assuming 
that the carrier has all necessary approvals to pass on the full amount of this total support in 
discounts to ~ubscribers.’~ Only eligible residents in states that have established their own 
LifelineLink Up programs receive Tier 3 support. 

Eligible subscribers living on tribal lands also qualify to receive Tier 4 support if they 
meet the eligibility standards described above. Tier 4 support provides up to an additional $25 
per month towards reducing basic local service rates. Eligible subscribers living on tribal lands 
that receive Tier 4 support must pay at least $1 a month for local phone service, after the 
discount. 

11 47 C.F.R. 5 54.409(b). 

12 47 C.F.R. 5 54.409(a)-(c). 

13 47 C.F.R. 5 54.403(a)(l). 

14 47 C.F.R. 5 54.403(a)(2). 

15 47 C.F.R. 5 54.403(a)(3). 
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The Commission’s Link Up program provides qualified low-income individuals with a 
federally-financed 50% discount (up to a maximum $30 discount) on initial connection 
charges.16 In addition, these subscribers can choose to schedule deferred payments of up to $200 
over a one-year period, with the customary interest charges paid by federal support.” 

Eligible residents of tribal lands can receive support to fully cover any charges between 
$60 and $130, re resenting up to a maximum of $100 in discounts on initial connection charges 
of $130 or more. P, 

Services 

Basic service must include, at a minimum: single-party service, voice grade access to the 
public switched telephone network, Dual Tone Multifrequency signaling or its functional digital 
equivalent, access to emergency services, access to operator services, access to interexchange 
service, access to directory assistance, and toll limitation. The federal program compensates 
eligible telecommunications carriers for toll-limitation based on the carrier’s incremental cost of 
providing toll-limitation services.’’ 

Advertising 

Carriers offering Lifeline and Link Up are required to publicize the availability of those 
programs using media of general distribution “in a manner reasonably designed to reach those 
most likely to qualify for support.” *’ 
Support Mechanism 

The federal portion of the program is funded by the federal universal service support 
mechanisms, which include contributions from providers of interstate and international 
telecommunications, including payphone aggregators, and private network operators that offer 
service to others for a fee on a non-common-carrier basis. These carriers and service providers 
may pass on contribution expenses to their customers. 

16 

17 

18 

19 47 C.F.R. 5 54.403(c). 

20 

47 C.F.R. 5 54.41 ](a)(]). 

47 C.F.R. 5 54.41 l(a)(2). 

47 C.F.R. 5 54.41 l(a)(3). 

47 C.F.R. $5 54.405(b), 54.411(d). See also Twelfrh Report and Order, 15 FCC Rcd at 
12250, para.78 (amending sections 54.405 and 54.41 1 of the Commission’s rules). 
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, 

The FCC monitors subscriber participation and telephone usage to determine program 
benefits and costs.” Historical tables for subscribership and carrier payments by state can be 
downloaded from the Monitoring Report’s Low-Income Support section of the FCC-State Link 
web site, <www.fcc.gov/wcb/iatd/stats.html>. 

Table 2.1 reports Lifeline monthly support by state or jurisdiction as of December 31, 
2002. The table shows both federal and state support, and indicates the additional contribution 
from the federal program to reduce local rates where states have authorized statewide or carrier 
specific intrastate local rate reductions. The Table indicates a “minimum,” “maximum” and 
“average” support provided by carriers. 

Table 2.2 reports Low-Income support, by state or jurisdiction, for Lifeline and Link Up 
payments between January 1999 and December 2002. Total carrier payments data include local 
rate reductions for the presubscribed interexchange carrier charges (PICC), and the carrier’s 
incremental cost of providing toll-limitation services (TLS) in each state or jurisdiction. The 
PICC charges were eliminated after July 2000. 

Table 2.3 reports total Lifeline and Link Up payments in 2002, for state or jurisdiction at 
the study area level. Local rate reductions for the carrier’s incremental cost of providing TLS are 
reported for 2002 by Universal Service Administration Company (USAC) carrier ID. American 
Indian and Native American tribal data are also reported. 

Table 2.4 provides annual support estimates for low-income programs for 1999 through 
2002 and quarterly support estimates for the first three quarters of 2003. The low-income 
support components include: Lifeline Assistance, Link Up, Incremental Toll Limitation, and 
Prior Period Adjustments. Also reported are Administrative Expenses and Interest Income. 

Table 2.5 reports annual historical Lifeline subscribership data by state or jurisdiction for 
years 1991 through 2002. Historical data from 1987 through 1998 may be found on the 
Monitoring Report’s section of the FCC-State Link web site. 

Table 2.6 reports annual tribal and non-tribal Lifeline assistance subscriber data by state 
or jurisdiction for the years 2000,2001 and 2002, when the expanded Lifeline assistance program 
addressed the needs of individuals living on tribal lands. 

21 1997 Universal Service Order, 12 FCC Rcd 8776,9218 at para. 869; See Common Carrier 
Bureau Seeks Comment on Program to Monitor Impacts of Universal Service Support 
Mechanism, Public Notice, CC Docket NO. 96-45, DA 98-580, JAD File No. 98-101 (rel. 
Apr. 24, 1998). 

2 - 5  



Tables 2.7, 2.8, 2.1 1, and 2.12 explain National Exchange Carrier Association (NECA) 
and USAC grand totals. For earlier years, the data represent actual amounts reported by local 
exchange carriers. These payments are final and not subject to further adjustment. For the latest 
years, payments are subject to change, and reflect the settlements adjustment periods. 

Table 2.7 reports annual historical Lifeline payments and reimbursements to carriers in 
each state or jurisdiction. The report provides Lifeline support totals for payments made to 
subscribers through local rate discounts. The payments shown in these tables include TLS and 
PICC data (discontinued in 2000); however, these tables do not include state or local rate 
contributions. 

Table 2.8 reports historical Lifeline payments by study area for 2000 to 2002.** Historical 
data for years 1987 to 1999 may be found in the Monitoring Reports section of the FCC’s web 
site mentioned above. Lifeline support payments between 1987 and 1995 reflect state data where 
states and carriers offered local rate discounts to low-income households. 

Table 2.9 reports historical subscriber participation in the Link Up program. The data 
monitors annual state connection assistance statistics for 1991 through 2002. Link Up program 
participation was first certified in 1987. Historical data for 1987 through 1990 are available in 
the Monitoring Report section of the FCC’s web site. 

Table 2.10 reports annual tribal and non-tribal Link Up assistance participant data by state 
or jurisdiction for the years 2000 through 2002, when the expanded Link Up assistance program 
addressed the needs of individuals living on tribal lands. 

Table 2.1 1 reports historical payments to carriers participating in the Link Up program, 
and reflects reimbursements to carriers in each state. Historical time-series data provide a total 
of payments made to carriers as a result of rate discounts passed on to subscribers provided by 
the Link Up connection assistance programs. The payments shown in these tables for the years 
1991-2001 do not include state or local rate contributions. Historical data for 1987 through 1990 
are available in the Monitoring Reports section of the FCC’s web site. 

Table 2.12 reports, by study area, annual historical data for the Link Up connection 
assistance payments to carriers in each state or jurisdiction. The Link Up program includes 
connection discounts reflected in the reimbursements to local carriers. American Indian and 
Native American tribal data are also reported. 

22 There are a few small differences in the totals for some states for 2000 between Tables 
2.2 and 2.8. These differences are due to the information for state totals having been 
revised more recently than the last reported data for individual study areas for that year. 
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Table 2.13 shows, by state for 2002, the amount of payments per loop for each of the low- 
income support mechani~rns?~ 

Table 2.14 reports 2000 Census data by state for Telephone Subscribership on American 
Indian Reservations and Off-Reservation Trust Lands. Federal. 

23 This table is based on the payments shown in Table 2.2. 
2 - 7  



State or 
Jurisdiction 

’ Basic federal support includes boVl Tier 1 and Ter 2 support See text for dennlbons 
Source Universal Service Admmatratlve Company (USAC) 

Basic Federal Additional Federal Match Total Federal Total Federal 
support ’ State Support support and State Support 

Min. Max. Avg. I Min. Max. Avg. I Min. Max. Avg. I Min. Max. Avg. I Min. Max. Ava. 
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Table 2.2 
Low-Income Support Payments by State or Jurisdiction 

(January 1999 - December 1999) 

Note These dollars represent submitted dams lo USAC for the time penod January 1999 through 
December 1999, including true-ups reported to dale 

Source Universal Service Administration Company (USAC) 
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Table 2.2 
Low-Income Support Payments by State or Jurisdiction - Contlnued 

(January 2000. December 2000) 

Note These dollars represent submitted daims lo USAC for the time pen& January 2wO through December Z W O .  
including true-ups reported lo dale The Dislnd of Columbia nas. as of December 2000. been compensated for Llfeline 
programs, as eligible lelewmmunications carner (ETC) slalus was granted retroactive lo January I998 

Source Universal Service Administration Company (USAC) 
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Table 2.2 
Low-Income S U D D O ~ ~  Payments by State or Jurisdiction -Continued 

Source Universal Servlce Administration Company W A C )  
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Table 2.2 
Low-income Support Payments by State or Jurisdiction- Continued 

(January 2002 - December 2002) 

Note These dollars represent submmed claims to USAC for the bme pen4 January 2002 through December 2002. 
including true-ups reported to date 

Source Universal Service Administration Company (USAC) 
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Table 2.3 
Low-Income Prcgnm Dollars by Study Area 

2002 
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Table 2.3 
Low-Income Program Dollan by Study Ana  

2002 
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Table 2.3 
Low4ncome Program Dollars by Study Ama 

2002 
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Table 2.3 
Low-Income Prognm Dollan by Study Amp 

2002 



Table 2.3 
Low-lncome Program Dollara by Study Area 

2002 

I I I I I I 
TOTAL INNADA I $3,339,(wI $7,420 I102,UUI $3041 $14,87Sl $3#4,232 

$1.8381 la1 $01 $01 $01 $1.838 5 ~ ~ Z ~ . J f l L E R  MUTUAL TELEPHONE COMWNL NV - 
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Table 2.3 
LowJncome Program Dollara by Study Area 
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Table 2.3 
Low-lncorne Program Dollan by S t u d y h  

2002 



Table 2.3 
Low-Income Pmaram Dollan by Studv Area - 

2002 
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Table 2.3 
LOW-lnCOme Program Dollars by Study Ana 

2002 
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Table 2.3 
Low-lncome Program Dollan by Study Area 

2w2 

TOTAL IUTM I 12,103,1111 se.eV2l 18,ZlII $mol 126,767l $2,14&687 
502277 LCENTRAL UTAH TEL INC I 19.3551 $01 51021 $01 WWl $9,857 
502278 ICRBONEMERY TELCOM $48,4721 WI 151 WI WI suI.477 
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